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 Transcom Enhanced Services, LLC (“Transcom”) has not previously participated in this 
case. The purpose of this filing is to address a relatively recent submission by AT&T that 
references Transcom by name. 
 
 On or about May 16, 2005, AT&T Corporation filed its Reply Comments (the “Reply”) 
in the above-referenced proceeding. On page 13 and footnote 9 of the Reply, AT&T 
mischaracterizes the holding of federal bankruptcy judge Harlan D. Hale in his Memorandum 
Opinion dated April 28, 2005 (the “Opinion”), in Case No. 05-31929-HDH-11, In re: Transcom 
Enhanced Services, LLC, in the United States Bankruptcy Court for the Northern District of 
Texas, Dallas Division (the “Transcom Bankruptcy”). A true and correct copy of the Opinion 
(along with its associated order) is attached hereto as Exhibit “A” and incorporated herein by 
reference. 
 
 Specifically, AT&T states that “[a] federal court recently held that removal of ‘white 
noise’ from IP-enabled transmissions constitutes an information service, thus exempting such 
services from universal service (and access) contribution requirements.”  AT&T offers this 
alleged ruling as an example of “disparities” that should encourage the FCC to make all prepaid 
calling card services responsible for payment of universal service contributions. 
 
 Initially, the Commission should note that Transcom does not provide a prepaid calling 
card service or any other service directly to consumers. The bankruptcy ruling does not address 
calling card services in any way. The Opinion would therefore offer no support for AT&T’s 
position even if its holding bore a vague resemblance the description given by AT&T. 
 
 But it does not bear any resemblance to the actual holding. Judge Hale did not hold that 
“removal of white noise” 1 constitutes an information service. Over three days of hearings, 
                                                           

1 Transcom never argued that it removes “white noise.”  Expert testimony established that 
Transcom’s system, like many VoIP systems, removes background noise at ingress (voice activity 
detection) and inserts comfort noise at egress (comfort noise generation), but these were by no means the 
main points of Transcom’s arguments, which primarily focused on other functionalities made possible by 
the system and other aspect that also change content. Transcripts of the all three days of hearings are 
available on request. 
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Transcom provided evidence that its system changes the content of every telephone call that 
passes through it, and provides Transcom’s customers with enhanced capabilities, improved 
efficiency, lower costs and other benefits not available elsewhere.  
 
 Both AT&T and SBC filed briefs and appeared in those hearings to argue that 
Transcom’s service was not an “information service.” SBC presented two expert witnesses who 
attempted to opine that Transcom’s service was not “enhanced.” SBC’s first expert, however, 
admitted that Transcom’s system “acts on the content” of every call, and SBC’s second expert 
admitted that he had no familiarity with the legal definition of an information service. At the end 
of the day, Judge Hale agreed that Transcom’s system provides enhanced capabilities and 
benefits for its customers.  
 
 In the FCC’s AT&T Order,2 the FCC held that AT&T’s “IP-in-the-middle” service was a 
telecommunications service, not an information service, because AT&T’s conversion from TDM 
to IP and back to TDM offered benefits absolutely no one but AT&T, which merely pocketed the 
access charge savings while continuing to charge its customers for the full fare. There was no 
“net change of form”; the Commission also held AT&T had not demonstrated there was any 
change of content nor had AT&T shown the service in issue provided any enhanced 
functionalities to its customers. 
 
 In the instant proceeding, AT&T has attempted to argue that forcing its customers to 
listen to an unwanted and unrequested advertisement before they can complete their call 
somehow constitutes an “enhancement” that should permit AT&T to again pocket access charge 
(and universal service) savings. The standard, however, should be simple: As a result of the 
claimed “enhancement,” what objective or subjective benefit is the customer3 receiving other 
than basic telephone service? Objective benefits would include things like lower prices, and the 
availability of new features and advanced capabilities. Subjective benefits would include quality 
and efficiency improvements, ergonomic modifications, and access to useful information (rather 
than subjection to unwanted information). 
 
 The purpose of the ESP “exemption” is to encourage the development of new technology 
products, services, mechanisms and systems that benefit customers and consumers – indeed, all 
                                                           

2 Order, In The Matter Of Petition For Declaratory Ruling That AT&T’s Phone-to-Phone IP 
Telephony Services Are Exempt From Access Charges, 19 FCC Rcd 7457, FCC 04-97, (Rel. April, 2004 
(“AT&T Order”). 
3 The “customer” is the direct customer – whether wholesale or retail – of the service provider that 
asserts an exemption from access charges. The focus of the test for ESP status is not on the ultimate “end 
user” unless the “end user” is the direct customer of the service provider. Transcom notes that the term 
“end user” necessarily implies the service in issue is a “telecommunications service” given the FCC’s 
definition of that term in 47 C.F.R..§ 69.2(m) [“End user means any customer of an interstate or foreign 
telecommunications service that is not a carrier…” (emphasis added)]. Under that definition even the 
ultimate purchaser at retail of an enhanced or information service is not an “end user” as it pertains to the 
enhanced/information service, although the purchaser may be an “end user” if s/he also purchases a 
telecommunications service. 
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of society – by not imposing the non-cost-based legacy access charges that apply to traditional 
common carrier telephone toll service. Transcom’s network and its services are exactly what the 
FCC was trying to encourage when it initially “created” and then continued the “exemption.” 
 
 Forcing a customer to listen to an advertisement prior to making what can only be 
described as a traditional telephone toll call, with no additional or enhanced functionality, is not 
an enhanced service. In contrast, the evidence before the bankruptcy court clearly showed that 
Transcom’s services do offer enhanced capabilities, and do change the content of the customer-
supplied information during the entirety of the communication. The evidence manifestly 
demonstrated that Transcom’s while Transcom’s services used “telecommunications” they are 
not “telecommunications” or a “telecommunications service” and they clearly are both 
“enhanced” and “information” services under the rules and the Act. The bankruptcy court 
applied the facts before it to the plain meaning of the applicable definitions in the Act and the 
Commission’s rules, and correctly held that Transcom’s services are not telecommunications 
services, but are instead enhanced/information services and therefore exempt from access 
charges. 
 
 The Commission should not be confused by AT&T’s mischaracterization of the recent 
bankruptcy decision. That decision does not in any way assist AT&T’s arguments in this case; to 
the contrary, it provides an example of a truly enhanced service. 
 
 Please bring this filing to the attention of the Commission. Thank you. 
 
     Sincerely, 
 
 
     W. Scott McCollough 
     Counsel for Transcom Enhanced Services, LLC 
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Memorandum Opinion and Accompanying Order, Case No. 05-31929-
HDH-11, In re: Transcom Enhanced Services, LLC, in the United States 
Bankruptcy Court for the Northern District of Texas, Dallas Division 

(Apr. 28, 2005) 
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